

December 28, 1999


	Merrill Lynch Capital Services, Inc.

	World Financial Center North Tower, 7th Floor

	New York, New York  10281-1307

	Attn.:  Dan Gordon


CONFIRMATION LETTER
(Daily Call Option)
This Confirmation Letter is being provided pursuant to and in accordance with the Master Energy Purchase and Sale Agreement dated May 3, 1999, as amended (the "Master Agreement") between Counterparty and EPMI, and constitutes part of and is subject to all of the terms and provisions of such Master Agreement.  Terms used but not defined herein shall have the meanings ascribed to them in the Master Agreement.  This letter ("Confirmation") shall confirm the agreement reached on December ___, 1999 between Merrill Lynch Capital Services, Inc. ("Buyer" or "Counterparty") and Enron Power Marketing, Inc. ("Seller" or "EPMI") regarding the sale/purchase of Energy under the terms and conditions as follows:

	SELLER:
	EPMI

	BUYER:
	Counterparty

	COMMODITY:
	Energy (MWh)

	NATURE OF TRANSACTION:
	Firm

	HOURLY CONTRACT QUANTITY:
	On each Business Day that Buyer properly exercises its Daily Call Option, Buyer shall notify Seller of the Hourly Contract Quantity, if any, that Buyer elects to purchase with respect to each Delivery Point for such Delivery Term.  Buyer shall have the right, but not the obligation, to purchase the Hourly Contract Quantity with respect to any or all of the Delivery Points.  The "Hourly Contract Quantity" for each Delivery Point selected by Buyer shall be a multiple of 50 between zero and the Maximum Hourly Contract Quantity set forth on Exhibit “A” attached hereto.  For purposes of determining the applicable Maximum Hourly Contract Quantity, the Month in which the Delivery Term is included shall determine the applicable Month.

	DELIVERY POINTS:
	All or any of the Delivery Points identified on Exhibit "B" attached hereto.

	CONTRACT PRICE:
	

	ENERGY PRICE:
	Buyer shall pay to Seller each Month during the Delivery Term an Energy Price equal to the sum of the Daily Energy Charges for each of the Delivery Points for each Day of the applicable Month which shall be calculated as set forth on Exhibit "C" attached hereto.

	OPTION PREMIUM:
	A monthly Option Premium shall be payable to Seller by Buyer each Month during the Delivery Term as set forth on Exhibit "D" attached hereto.

	DELIVERY TERM:
	The On-Peak Hours in each Business Day during the period from September 1, 2000 through August 31, 2004.

	DAILY OPTION EXERCISE:
	For each of the Delivery Terms set forth above, Counterparty has the daily right, but not the obligation ("Daily Call Option"), to purchase up to the Maximum Hourly Contract Quantity during each of the On-Peak Hours of such Delivery Term at all or any of such Delivery Points.  In order to exercise its Daily Call Option, Counterparty must provide telephone notice to EPMI on or before 8:00 a.m. Central Prevailing Time ("CPT") on the Business Day prior to the Delivery Term.  If Counterparty has properly exercised its Daily Call Option, EPMI shall be obligated to Schedule and deliver and Counterparty shall be obligated to Schedule and receive the Hourly Contract Quantity for each Delivery Point selected by Counterparty during each On-Peak Hour of the Delivery Term.  The Hourly Contract Quantity shall be the same quantity for each hour of the 16-hour period during the On-Peak Hours (by way of example only, if Buyer wants to Schedule 250 MW’s in a given hour at a particular Delivery Point, Buyer must Schedule and receive 250 MW’s for all sixteen On-Peak Hours at that Delivery Point).

	SCHEDULING:
	Daily pre-schedule by 11:00 a.m. CPT Business Day ahead by calling (800) 349-5527 (or such other number as may be designated in writing by Seller).  By such time, Seller shall provide to Buyer a confirmation indicating the quantity of Energy that it will provide to the Delivery Points and Buyer and Seller shall have finalized all other logistics regarding the timing, quantity and location for delivery of Energy.

	DAMAGES FOR NON-PERFORMANCE:
	Notwithstanding any provision of the Master Agreement, including without limitation Section 3.5 thereof,  the provisions contained on Exhibit "E" shall be the sole and exclusive remedy of the parties in the event of either Seller's failure to sell, schedule or deliver the Energy or Buyer's failure to purchase, schedule or receive the Energy under this Confirmation.

	ADDITIONAL EVENT OF DEFAULT:
	The following will constitute an additional Event of Default for purposes of Section 4.1 of the Master Agreement:

	
	The occurrence or existence of a default, event of default or other similar condition or event (however described) in respect of such Defaulting Party or in the case of EPMI, Enron, or in the case of Counterparty, ML&Co., under one or more other agreements or instruments by and between: (i) Buyer and Seller, (ii) Buyer and Enron, (iii) Seller and ML&Co. or (iv) ML&Co. and Enron.

	ARBITRATION:
	Any arbitration proceedings that may arise under this or any other agreement between the Parties from a single occurrence shall be arbitrated together by the same arbitrator(s).  By way of example only, if a Party defaults under another agreement to which both Parties are a party and the non-defaulting party elects to terminate the Master Agreement pursuant to the Additional Event of Default, the Parties shall be required to arbitrate any and all disputes arising under both agreements before the same arbitrator(s). 

	SET-OFF:
	Notwithstanding any other provision in the Master Agreement, the following shall apply:

	
	(A)	Upon the designation of an Early Termination Date the Non-defaulting Party ("X") may, at its option and in its discretion, setoff, against any amounts owed to the Defaulting Party ("Y") in Dollars or any other currency by X or any Affiliate of X under this Confirmation, the Master Agreement or otherwise, any amounts owed in Dollars or any other currency by Y to X or any of its Affiliates (irrespective of place of payment or booking office of the obligation) under this Confirmation, the Master Agreement or otherwise.  The obligations of Y and X under this Confirmation in respect of such amounts shall be deemed satisfied and discharged to the extent of any such setoff.  For this purpose, the amounts subject to the setoff to the extent necessary may be converted by X into the termination currency at the rate of exchange at which X, acting in a reasonable manner and in good faith, would be able to purchase the relevant amount of the currency being converted.  X will give Y notice of any setoff effected under this section as soon as practicable after the setoff is effected provided that failure to give such notice shall not affect the validity of the setoff.  If an obligation is unascertained, X may in good faith estimate that obligation and set-off in respect of the estimate, subject to the relevant party accounting to the other when the obligation is ascertained.  Nothing herein shall be effective to create a charge or other security interest.  This setoff provision shall be without prejudice and in addition to any right of setoff, combination of accounts, lien or other right to which any party is at any time otherwise entitled (whether by operation of law, contract or otherwise).

	
	(B)	Notwithstanding any provision to the contrary contained in this Confirmation, the Non-Defaulting Party shall not be required to pay to the Defaulting Party any amount under Section 4.2 of the Master Agreement until the Non-Defaulting Party receives confirmation satisfactory to it in its sole discretion that (1) each Transaction under the Master Agreement has matured or been terminated and all amounts due and payable by Defaulting Party under each Transaction under the Master Agreement as of the Early Termination Date have been fully and finally paid, and (2) all other obligations of any kind whatsoever of the Defaulting Party to make any payments to the Non-Defaulting Party or any of its Affiliates under this Confirmation, the Master Agreement or otherwise which are due and payable as of the Early Termination Date hereof have been fully and finally performed.

	MARKET DISRUPTION EVENTS:
	
(a)	This Confirmation shall be considered a "Transaction" under the 1993 ISDA Commodity Derivatives Definitions, as amended, supplemented, replaced or modified from time to time (“Commodity Definitions”).  The Commodity Definitions are hereby incorporated by reference with respect to this Confirmation.  All terms used in this Section that are not otherwise defined shall have the meanings given to them in the Commodity Definitions.

(b)	In lieu of Section 7.4(d) of the Commodity Definitions, the “Market Disruption Events” specified in Section 7.4(c)(i) - (v) of the Commodity Definitions shall apply, except as otherwise specified in the relevant Confirmation.

(c)	Section 7.5(e) of the Commodity Definitions is hereby deleted.

(d)	“Additional Market Disruption Events” shall apply only if so specified in the relevant Confirmation.

(f)	The following “Disruption Fallbacks” specified in Section 7.5(c) of the Commodity Definitions shall apply, in the following order, except as otherwise specified in the relevant Confirmation:

(i)	“Postponement”, with three (3) Commodity Business Days as the Maximum Days of Disruption;

(ii)	“Fallback Reference Price” (if the relevant parties have specified an alternate Commodity Reference Price in the Confirmation);

(iii)	“Negotiated Fallback” (provided that the reference in Section 7.5(c)(ii) to “fifth Business Day” shall be amended to be “twelfth Business Day”); and

(iv)	The Relevant Price will be determined and calculated as set forth in the definition “Commodity‑Reference Dealers”, with each party selecting in good faith two Reference Dealers in the relevant market and the Relevant Price being the average of such prices (excluding the highest and lowest prices) provided by such Reference Dealers.

(g)	Buyer shall be the Calculation Agent for purposes of the Commodity Definitions.

	ADDITIONAL DEFINITIONS:
	For purposes of this Confirmation, the following definitions shall apply:

	
	"Business Day" shall mean a day (other than a NERC holiday, Saturday or Sunday) on which Federal Reserve member banks in New York City are open for business; and a Business Day shall open at 8:00 a.m. and close at 5:00 p.m. local time for each Party’s principal place of business.

	
	"Day” shall mean the period of twenty-four (24) hours from 12:00 midnight through 11:59 p.m. of each calendar day) of the applicable Month.

	
	“Month” shall mean a calendar month.

	
	“NERC” shall mean North American Electric Reliability Council and any successor entity.

	
	"Non-Summer Season" shall mean the period each Year from January 1 through March 31 (inclusive) and from November 1 through December 31 (inclusive), excluding NERC holidays, Saturdays and Sundays.

	
	"On Peak Hours" shall mean HE 0700 Central Prevailing Time to HE 2200 Central Prevailing Time.

	
	"Summer Season" shall mean the period each Year from April 1 through October 31 (inclusive), excluding NERC holidays, Saturdays and Sundays.

	
	"Year" shall mean each calendar year included in the Delivery Term.




	
	"COUNTERPARTY"
	"EPMI"

	MERRILL LYNCH CAPITAL SERVICES, INC.
	ENRON POWER MARKETING, INC.

	:	
	By:	

	Title:	
	Title:	

	Date:	
	Date:	
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EXHIBIT "A"

MAXIMUM HOURLY CONTRACT QUANTITY


	
	Wheatland
	Lincoln
	Gleason
	
	
	Wheatland
	Lincoln
	Gleason

	
	Delivery
	Delivery
	Delivery
	
	
	Delivery
	Delivery
	Delivery

	Month-Year  
	Point
	Point
	Point
	
	Month Year
	Point
	Point
	Point

	September-00
	350
	600
	500
	
	January-03
	250
	600
	500

	October-00
	450
	600
	500
	
	February-03
	250
	600
	500

	November-00
	450
	600
	500
	
	March-03
	450
	600
	500

	December-00
	450
	600
	500
	
	April-03
	450
	600
	500

	January-01
	150
	600
	500
	
	May-03
	450
	600
	500

	February-01
	150
	600
	500
	
	June-03
	450
	600
	500

	March-01
	250
	600
	500
	
	July-03
	450
	600
	500

	April-01
	250
	600
	500
	
	August-03
	450
	600
	500

	May-01
	250
	600
	500
	
	September-03
	450
	600
	500

	June-01
	250
	600
	500
	
	October-03
	450
	600
	500

	July-01
	0
	0
	0
	
	November-03
	450
	600
	500

	August-01
	0
	0
	0
	
	December-03
	450
	600
	500

	September-01
	250
	600
	500
	
	January-04
	450
	600
	500

	October-01
	250
	600
	500
	
	February-04
	450
	600
	500

	November-01
	250
	600
	500
	
	March-04
	450
	600
	500

	December-01
	250
	600
	500
	
	April-04
	450
	600
	500

	January-02
	200
	600
	500
	
	May-04
	450
	600
	500

	February-02
	200
	600
	500
	
	June-04
	450
	600
	500

	March-02
	300
	600
	500
	
	July-04
	450
	600
	500

	April-02
	300
	600
	500
	
	August-04
	450
	600
	500

	May-02
	300
	600
	500
	
	
	
	
	

	June-02
	300
	600
	500
	
	
	
	
	

	July-02
	0
	0
	0
	
	
	
	
	

	August-02
	0
	0
	0
	
	
	
	
	

	September-02
	300
	600
	500
	
	
	
	
	

	October-02
	300
	600
	500
	
	
	
	
	

	November-02
	300
	600
	500
	
	
	
	
	

	December-02
	300
	600
	500
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EXHIBIT "B"

DELIVERY POINTS
The Delivery Points shall be any or all of the following delivery points ("Delivery Points") or any other mutually agreeable delivery points:
Gleason Delivery Point	-	"Into TVA, Seller's Choice", including the Gleason substation on TVA's Johnsonville-Weakley 500 Kv transmission system and/or the proposed Gleason control area.
Lincoln Delivery Point	-	"Into ComEd, Seller's Choice", including the Wilton Center substation on ComEd’s 345 Kv transmission system and/or the proposed Lincoln Center control area.
Wheatland Delivery Point	- 	"Into Cinergy, Seller's Choice", including the Breed Line substation on Cinergy's 345 Kv transmission system and/or the proposed Wheatland control area.
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EXHIBIT "C"

ENERGY PRICE


The Energy Price shall be equal to the sum of the Daily Energy Charges at each of the Delivery Points calculated for each Day of the applicable Month, taking into consideration whether such Month is in the Summer Season or the Non-Summer Season.  The Daily Energy Charges shall be calculated as follows:

Daily Energy Charge during the Summer Season

Energy Delivered at the Gleason Delivery Point x [(11.5 MMBtu/MWh x Gleason Summer Season Gas Index) + $2.50/MWh]
Energy Delivered at the Lincoln Delivery Point x [(11.5 MMBtu/MWh x Lincoln Summer Season Gas Index) + $2.50/MWh]
Energy Delivered at the Wheatland Delivery Point x [(11.5 MMBtu/MWh x Wheatland Summer Season Gas Index) + $2.50/MWh]

Daily Energy Charge during the Non-Summer Season

Energy Delivered at the Gleason Delivery Point x [(11.5 MMBtu/MWh x Gleason Non-Summer Season Gas Index) + $2.50/MWh]
Energy Delivered at the Lincoln Delivery Point x [(11.5 MMBtu/MWh x Lincoln Non-Summer Season Gas Index) + $2.50/MWh]
Energy Delivered at the Wheatland Delivery Point x [(11.5 MMBtu/MWh x Wheatland Non-Summer Season Gas Index) + $2.50/MWh]

where,

Energy Delivered = The total quantity of Energy (in MWh) that was Scheduled or that Buyer was obligated to purchase at each Delivery Point on the applicable Day for all 16 On-Peak Hours of the applicable Day

and where,

Gleason Summer Season Gas Index = Inside F.E.R.C. ANR Louisiana + $0.195

Gleason Non-Summer Season Gas Index = NGI (Bidweek) Michigan Consolidated + $0.12

Lincoln Summer Season Gas Index = NGI (Bidweek) Chicago Citygate +$0.10

Lincoln Non-Summer Season Gas Index = NGI (Bidweek) Chicago Citygate +$0.21

Wheatland Summer Season Gas Index = Inside F.E.R.C. Tenn Gas Pipeline Co. - La & Offshore (zone 1) + $0.25

Wheatland Non-Summer Season Gas Index = NGI (Bidweek) Chicago Citygate +$0.08




and where,

“Inside F.E.R.C. ANR Louisiana” means the ANR Pipeline Co. – Louisiana Index price for delivery during the applicable Month containing the Delivery Term in the “Prices of Spot Gas Delivered to Pipelines” section located in the first issue of Inside F.E.R.C.’s Gas Market Report published during the applicable Month containing the Delivery Term.

“NGI (Bidweek) Michigan Consolidated” means the applicable Month containing the Delivery Term Bidweek Average Price in the row entitled “Michigan Consolidated” located in the “Midwest” section of the table entitled “Spot Gas Prices” in the first issue of Natural Gas Intelligence Weekly Gas Price Index for the applicable Month containing the Delivery Term.

“NGI (Bidweek) Chicago Citygate” means the applicable Month containing the Delivery Term Bidweek Average Price in the row entitled “Chicago Citygate” located in the “Midwest” section of the table entitled “Spot Gas Prices” in the first issue of Natural Gas Intelligence Weekly Gas Price Index for the applicable Month containing the Delivery Term.

“Inside F.E.R.C. Tenn Gas Pipeline Co. - La & Offshore (zone 1)” means the Tennessee Gas Pipeline Co. – La. & Offshore (zone 1) Index price for delivery during the applicable Month containing the Delivery Term in the “Prices of Spot Gas Delivered to Pipelines” section located in the first issue of Inside F.E.R.C.’s Gas Market Report published during the applicable Month containing the Delivery Term.
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EXHIBIT "D"

OPTION PREMIUM

	Month
	Monthly Option Premium

	09/01/00
	 $                    985,289 

	10/01/00
	 $                    985,289 

	11/01/00
	 $                    985,289 

	12/01/00
	 $                    985,289 

	01/01/01
	 $                    985,289 

	02/01/01
	 $                    985,289 

	03/01/01
	 $                    985,289 

	04/01/01
	 $                    985,289 

	05/01/01
	 $                    985,289 

	06/01/01
	 $                    985,289 

	07/01/01
	 $                    985,289 

	08/01/01
	 $                    985,289 

	09/01/01
	 $                    985,289 

	10/01/01
	 $                    985,289 

	11/01/01
	 $                    985,289 

	12/01/01
	 $                    985,289 

	01/01/02
	 $                    985,289 

	02/01/02
	 $                    985,289 

	03/01/02
	 $                    985,289 

	04/01/02
	 $                    985,289 

	05/01/02
	 $                    985,289 

	06/01/02
	 $                    985,289 

	07/01/02
	 $                    985,289 

	08/01/02
	 $                    985,289 

	09/01/02
	 $                 3,486,486 

	10/01/02
	 $                 3,486,486 

	11/01/02
	 $                 3,486,486 

	12/01/02
	 $                 3,486,486 

	01/01/03
	 $                 3,486,486 

	02/01/03
	 $                 3,486,486 

	03/01/03
	 $                 3,486,486 

	04/01/03
	 $                 3,486,486 

	05/01/03
	 $                 3,486,486 

	06/01/03
	 $                 3,486,486 

	07/01/03
	 $                 3,486,486 

	08/01/03
	 $                 3,486,486 

	09/01/03
	 $                 3,486,486 

	10/01/03
	 $                 3,486,486 

	11/01/03
	 $                 3,486,486 

	12/01/03
	 $                 3,486,486 

	01/01/04
	 $                 3,486,486 

	02/01/04
	 $                 3,486,486 

	03/01/04
	 $                 3,486,486 

	04/01/04
	 $                 3,486,486 

	05/01/04
	 $                 3,486,486 

	06/01/04
	 $                 3,486,486 

	07/01/04
	 $                 3,486,486 

	08/01/04
	 $                 3,486,486 
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EXHIBIT "E"

COVER REMEDIES FOR BUYER AND SELLER

Buyer's Cover Remedy for Seller's Failure to Deliver.  Unless excused in the event of Force Majeure or unless excused by Buyer's failure to perform, if Seller fails to schedule and/or deliver all or part of the Contract Quantity of Energy at a Delivery Point that Seller is required to sell, schedule and deliver to Buyer, Seller shall pay Buyer an amount for each unit of Energy in such deficiency equal to the positive difference, if any, obtained by subtracting the Energy Charge for such Energy from the Replacement Price.  "Replacement Price" for purposes of this Confirmation shall be calculated only as follows:
	
Gleason Delivery Point:	The price for Electricity (per MWh) as listed in the Market Report section opposite the caption "TVA, into" and under the subheading, "Peak-Hours, 0600-2200" in the column entitled "Wtd. Av. Index", located under the subheading "Ranges and Indexes of Trades for Standard 16-Hour Daily Products" in Megawatt Daily, or its successors, as published by Financial Times Energy, or its successors, for the Delivery Term.

Lincoln Delivery Point:	The price for Electricity (per MWh) as listed in the Market Report section opposite the caption "Com Ed Border" and under the subheading, "Peak-Hours, 0600-2200" in the column entitled "Wtd. Av. Index", located under the subheading "Ranges and Indexes of Trades for Standard 16-Hour Daily Products" in Megawatt Daily, or its successors, as published by Financial Times Energy, or its successors, for the Delivery Term.

Wheatland Delivery Point:	The price for Electricity (per MWh) as listed in the Market Report section opposite the caption "Cinergy, into" and under the subheading, "Peak-Hours, 0600-2200" in the column entitled "Wtd. Av. Index", located under the subheading "Ranges and Indexes of Trades for Standard 16-Hour Daily Products" in Megawatt Daily, or its successors, as published by Financial Times Energy, or its successors, for the Delivery Term.

Seller's Cover Remedy for Buyer's Failure to Receive.  Unless excused in the event of Force Majeure or unless excused by Seller's failure to perform, if Buyer fails to schedule and/or receive any amounts of the Contract Quantity of Energy at a Delivery Point that Buyer is required to purchase, schedule and receive, Buyer shall pay Seller an amount for each unit of Energy in such deficiency equal to the positive difference, if any, obtained by subtracting the Sales Price (as defined in the Master Agreement) from the Energy Charge.  
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